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lanning an insurance program is 

as important as planning which 
crops to grow or where to market 
them. The financial security of a 
farm family may rest on the deci- 
sions concerning a farm insurance 
program. 

A sound insurance program is 
more than a protection against the 
disaster of loss of life or property. It 
is an integral part of the family plan 
for retirement, savings, use of credit, 
and the distribution of property at 
death. A sound insurance program 
is fundamental to family financial 
planning of all kinds. Poor planning 
can and does endanger the livelihood 
of the family and the solvency of the 
farm business. 

A generation ago, life insurance 
and fire insurance were the extent 
of many farmers’ coverage. Today 
these are not enough. Modern equip- 
ment and commercial farm opera- 
tions have added new risks to the 
business and complicated the pic- 
ture on existing risks. Other insur- 
ance, in addition to life and fire in- 
surance, are essential. Every New 
York State farmer must have liability 
or casualty insurance on motor ve- 
hicles and farm equipment. He may 
well need insurance to protect him 
against liability suits from members 
of the public or from his employees. 
Many farmers should carry health 


rance in the Farm Business 


and accident insurance. This addi- 


tional protection is becoming more 
important, taking its place with taxes 
and mortgage payments as necessary 
cash outlays of the farm business. 

Few farmers can afford to insure 
themselves against all risks or all 
possible losses. They must decide not 
only how much they can spend for 
insurance, but which kinds of insur- 
ance are most important for them. It 
is a question of using the available 
dollars to purchase the greatest 
amount of security. It is also a ques- 
tion of whether to use the available 
money to purchase insurance pro- 
tection or to make the business more 
profitable, and finding a balance be- 
tween these two investments. 

The authors believe that decisions 
regarding all kinds of insurance—life, 
property, vehicle, general liability, 
health-accident, crop—are part of 
the family’s plan for financial se- 
curity. They are related to the op- 
eration of the farm business as well 
as the protection of the family, and 
in this respect are part of the same 
problem. In order to give fair cov- 
erage to all types of insurance and 
keep this publication reasonably 
short, this bulletin is primarily con- 
cerned with farm business insurance. 
Life Insurance for Farm Families is 
covered in a separate publication 
(Cornell Extension Bulletin 1002). 
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Making Decisions about Insurance 


hat should be considered when 
W planning an insurance pro- 
gram? What kind and what amount 
of insurance should be carried? 

There is no one way to decide the 
exact amount of insurance to carry. 
There are no formulas or rules that 
give a one hundred per cent correct 
answer. But this doesn’t mean that 
a farmer cannot wisely invest time in 
planning his insurance program. A 
sound insurance program must be 
based on reasoning about what is 
likely to happen. There is no crystal 
ball that will predict the future per- 
fectly. The “best laid plans may often 
go astray” if the future is different 
from the prediction. 

How, then, can a sound decision 
on insurance needs be reached? A 
good start is to consider these ques- 
tions: (1) What are the chances of 
any particular loss occurring? (2) 
How great will the loss be if it does 
occur? (3) How can insurance be 
used for protection from these losses, 
and how much will it cost? 


The Chance of Loss 


Most insurance companies have 
gathered statistics on the frequency 
with which certain events happen. 
They can predict, for example, how 
many persons will die each year, or 
how many barns will burn, or how 
many automobile accidents will take 
place. These figures are based on a 
large number of unrelated events, 
and the prediction represents the av- 
erage chance of loss. Such figures 
have a limited value to the farmer 


trying to determine his own chance 
of loss. Any number of factors can 
cause his case to differ from the av- 
erage. Farmers, for example, may be 
less subject to the risk of an automo- 
bile accident. On the other hand, a 
fire on a farm is frequently a “bad” 
fire, while fire protection available in 
urban communities may limit fire 
losses to partial damage. 

Careful consideration of his par- 
ticular situation should help the 
farmer form a more accurate pre- 
diction of what the chances of a loss 
are. Such factors as age, location, 
and type of farming should be con- 
sidered to determine whether his 
risks are greater or less than the av- 
erage. Of course, the chance of a 
loss will still be a matter of judg- 
ment. 

A careful study of all his risks will 
probably show that some events are 
very unlikely, and the cost of insur- 
ance cannot be justified. Others will 
be very likely to occur, but insur- 
ance may not be available at reason- 
able rates. Between these extremes 
fall the majority of risks. They will 
have a strong chance of happening, 
but are not predictable. Most people 
have a peculiarly optimistic—‘It 
can’t happen to me”—attitude about 
insurance risks. Good planning should 
recognize that it can happen. 


The Effects of a Loss 
After examining the possibilities of 
loss carefully, the next step is to ex- 
amine the effect of any losses that 
might occur, Some quite likely events 


may not require insurance protec- 
tion. Some losses would be so small 
or happen so regularly that they 
could be absorbed as a cost of doing 
business. For example, the chance of 
some loss from death in a poultry 
flock is quite high, but it is usually 
thought of as a normal expense and 
not insured against. Other losses rela- 
tively unlikely to occur would be a 
severe shock if they happened. De- 
struction of the farm buildings by 
fire is an example. 

The effect of a loss will vary with 
the individual farm situation. Insur- 
ance protection may be required to 
protect one farmer from a loss while 
the same risk to another farmer may 
not require that protection. 

The ability to withstand the shock 
of severe losses will depend on sev- 
eral factors. Some of the more im- 
portant are the number and age of 
dependents, the age of the farm op- 
erator, the amount and nature of 
debt, the size and type of operations, 
and the general financial strength of 
the business. 

Some farm operations regularly 
use transient workers. The chance of 
lawsuits for injuries is clearly greater 
here than for the small dairy farmer 
who hires no labor. 

The more financial resources 
owned free of debt, the more able 
the farmer will be to handle losses 
that might occur. In some cases, this 
indicates less need for insurance. It 
is often true, on the other hand, that 
those who have the most need for in- 
surance are the least able to pay for 
it. 


The effect of a loss will probably 
be the most important factor in de- 
cisions regarding insurance. A fair 
rule of thumb would be: insure 
against those events that cannot be 
absorbed or handled without hard- 
ship. If the loss can be borne with 
but little inconvenience, don’t take 
out insurance. If the loss would be a 
severe shock to the business, put this 
risk high on the list for consideration. 

Here is an example. Losses that 
arise from lawsuits brought by some- 
one injured on a farm could present 
a severe shock to the financial stabil- 
ity of that farm business. If the in- 
jury were serious, or the person suf- 
fered loss of earnings, the amount of 
the claim the courts allow could be 
large. Liability insurance is probably 
a “must.” In contrast, insurance 
against losses that could be absorbed 
without undue hardship might be 
illustrated by collision insurance on 
an automobile. The maximum loss is 
the value of the vehicle. It would 
usually be much less than that, since 
complete loss is unlikely. The loss of 
this amount of capital, though not 
pleasant, would not be a catastrophe 
to most farmers. 

Once the farmer has considered 
the chance of a loss occurring, and 
the effect that would follow if it did 
occur, he should turn to the formal 
insurance contracts and their costs. 
The costs of protection rule out the 
desirability of many forms of insur- 
ance. He should consider the amount 
of money available for all types of 
insurance and how much to spend 


on specific kinds. A balance should 
be reached between the different 
types of insurance available. Every 
farmer must call upon all his man- 
agement ability in answering these 
questions: What are the chances it 


will happen to me? What will be the 
financial consequences if it does? 
How much will it cost me to insure 
against it? Can I make better use of 
the money for my family or my busi- 
ness? 


Property Insurance 


| insurance allows an in- 
dividual to contribute to a fund 
that will be used to help cover losses 
due to damage or destruction of his 
property by fire and other selected 
causes. The company’s liability is 
normally calculated on the actual 
value of the property destroyed, 
though it is never greater than the 
coverage specified in the policy. This 
type of insurance is principally used 
to protect against loss from fires. 
Many companies, however, offer ad- 
ditional coverage. An endorsement 
to the contract may give “extended 
coverage” against smoke damage, 
windstorm, hail, explosion, falling 
aircraft, and other similar hazards. 
Windstorm insurance may also be 
purchased as a separate contract. 


Cost of Property Insurance 


The cost of this type of insurance 
varies greatly with the type of prop- 
erty insured, its location, the type of 
company, and the amount of insur- 
ance carried. Livestock and machin- 
ery may have different rates as may 
buildings of different kinds of con- 
struction. Discounts are frequently 
given for such things as the proper 
installation of lightning rods on farm 
buildings, metal construction, con- 


crete walls, and fire resistant roofs. 
Some of the cooperative farm fire in- 
surance companies assess all types of 
farm property at the same rate. 

Stock companies charge a stated 
or specified rate. Most cooperative 
and mutual insurance companies is- 
sue policies which are assessable to 
cover the costs. Thus the cost to the 
insured farmer may fluctuate and in 
a particular year could be very high 
or very low. On the average, rates in 
the cooperatives are lower than for 
stock companies. Cooperatives are 
currently charging about three dol- 
lars per thousand dollars of insur- 
ance. A typical rate structure for 
stock companies is shown in table 1. 

Lower rates may apply when the 
machinery or livestock covered is 
listed specifically. Lower rates also 
apply for poultry on range or in 
range shelters. 

A machinery and livestock floater 
policy may be purchased which is in 
force on or off the farm, and in- 
cludes joss from theft, for $.64 per 
year or $1.60 for 3 years. 

Optional coverage endorsement on 
the livestock floater policy may be 
purchased for $.26 per year. This 
covers losses of livestock resulting 
from accidental shooting, drowning, 
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Table 1. TYPICAL FIRE INSURANCE RATES (Stock Companies ) 
Annual Premiums per $100 Insurance 


Selected Rates 
Property Insured Tompkins Co., 1957 


Frame Brick 
Dwelling i i 
Within 600’ of hydrant & within 3 miles of fire station .16 12 
Within 3 miles of fire station .26 -20 
More than 3 miles from fire station .34 .32 
If dwelling is attached to or within 25 ft. of a farm outbuilding of 300 sq. ft. or 
more, add $.25 to dwelling rate. 
Extended Coverage—$50 deductible—.35 
full coverage —.55 


Barns 


Base rate for barns is $1.70. Credits not to exceed 70% of this base rate may be 
allowed for the following features: 
Credit 
Feature % 
All masonry walls 5 
All metal construction ; 15 
All metal construction and at least 50’ from other bldgs. “ Yin 20 
Bldgs. with no floor above ground floor and maximum ht, 25 ft. 5 
Bldgs. with no storage of hay, straw, bedding, or litter ........ ABE 20 
Bldgs. with storage of baled hay & straw only . . 
Bidgs. with approved lightning rods 
Bldgs. with no fire heat in building, or with heat only from central heating 
plant 
Bldgs. with roof covering other than wood, wood shingles, or - tar paper 
Location within 3 miles of fire station if 
Location within 3 miles of fire station and 500’ of fire hydrant 
Extended coverage on Barns—$50 deductible—.35 
full coverage —.55 


Other Farm Property 


Machinery and tools 
Livestock 

Poultry 

Produce and supplies 


electricity, damage by dogs, or by erage was more complete on build- 
collapse of buildings. ings than on other types of property 
: (table 2). Several factors may ex- 
Fire Insurance on New York Farms plain this difference. First, farmers 
In a study of the insurance prac- probably think the chancé of loss is 
tices of 587 commercial farmers, it greater for buildings than for less 
was found that almost all of the “inflammable” property. Fires often 
farmers had insured some of their result in a complete loss of buildings, 
property against fire damage. Cov- while livestock or machinery is sel- 
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50 
75 
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dom completely destroyed. Second, 
the loss of buildings is usually a 
greater financial shock to the farmer. 
Also, replacement of buildings nor- 
mally costs more than their present 
value, while livestock and machinery 
can be replaced at or near their pres- 
ent value. 


Chance of a Fire Loss 


For life insurance, the problem of 
predicting the chance of loss is some- 
what simplified, for death is sure to 
occur; only the timing of the loss is 
in doubt. Property insurance is less 
certain, for a loss may never occur. 

In weighing the chance of loss 
from fire and wind, special hazards 
and other conditions should be given 
consideration. 

Lightning is a leading cause of 
farm fires in New York. If the build- 
ings are not protected with lightning 
rods, chances of fire loss are greater. 
Other leading causes of farm fires 
are defective chimneys, stovepipes, 
stoves, furnaces, improper use of 
electrical appliances without ade- 


Table 2. 


EXTENT OF FIRE INSURANCE COVERAGE 
587 Commercial farms, New York, 1953 


quate wiring, and poor housekeep- 
ing practices. When buildings are 
old and not in good repair, or are 
poorly constructed, the chance of 
fire is increased. 

Severe windstorms are more fre- 
quent in some areas than in others, 
and geographic location thus influ- 
ences the need for windstorm or ex- 
tended coverage insurance. 

Also, location in relation to water 
supply and to other buildings will 
influence the chance of loss. 

In determining the likelihood of 
fire losses, consideration should be 
given to the chance of large losses. 
Small damage, though frequent and 
even predictable, may not call for in- 
surance, But small fires may become 
big ones. If the farm buildings are in 
an isolated area where it would be 
difficult to obtain aid, a fire once 
started may lead to a total loss. The 
type of property will have some ef- 
fect on the chance of a loss. Build- 
ings will have a greater probability 
of loss than will livestock and ma- 
chinery. The manner in which the 


Type Per cent of farms Average Per cent insurance 
of with property amount of was of 
property insured*® insurance present value 
Buildings 99.5 $15,277 112 
Household goods 90.3 2,041 58 
Livestock 83.8 4,567 55 
Machinery 84.8 3,365 56 
Stored crops 69.7 1,890 61 
Barn contents 85.3 817 47 
Average $25,400 73 


* The above is based on only those farms with some prope 
ants who own no buildings, vegetable farmers who own no livestock, etc. 


to insure, e.g. it excludes ten- 


property is used or housed will also 
affect chances of loss. For example, if 
farm machinery is stored in several 
widely scattered buildings, chances of 
a large loss of machinery at one time 
are reduced. 


Effect of a Loss 
Direct vs. indirect losses 


Extra expenses and lost income 
frequently accompany losses due to 
destruction of all kinds of prop- 
erty. Insurance companies normal- 
ly limit the amount of coverage 
they will carry to something less than 
the full value of the property insured. 
This is reasonable, since the insured 
should have some incentive to try to 
prevent fires. Even the “fully in- 
sured” person, therefore, must be 
prepared to carry some of the direct 
loss and all of the expenses and lost 
income associated with destruction 
of property. The total loss resulting 
from destruction of a barn is seldom 
limited to the value of the barn. The 
cost of a new barn usually far ex- 
ceeds the value of the burned one. 
The income lost in the meantime 
may also be a serious blow to the 
business. Consideration of all these 
possible losses will encourage the 
farm owner to insure his property 
more fully. 


Financial resources and their 
relation to property insurance 
The farmer's financial position is 
the most important single factor in 
considering the effects of large 
amounts of fire and wind damage. 
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Even very large dollar losses may 
have but a small effect on the finan- 
cial well-being of a farm operator 
with large amounts of assets. Small 
losses can have a disastrous effect on 
a beginning farmer with small 
amounts of assets. 

As financial resources increase, the 
need for fire and wind insurance 
(and some other kinds as well) de- 
creases. The advice of “only insuring 
against the effects of losses that can- 
not be borne easily” would rule out 
the use of insurance for situations 
that can be handled otherwise. 

Minor losses from fire or wind- 
storm can often be borne with little 
hardship by the property owner. Yet 
many minor claims must be settled 
by insurance companies insuring 
farm property. The settling of these 
minor claims is costly for the insur- 
ance company. For these reasons, 
some farm insurance authorities have 
suggested a deductible feature in fire 
insurance policies similar to the de- 
ductible clause in most auto collision 
insurance. A policy which called for 
the property owner to absorb losses 
up to $300 or $500 would lower the 
rate. If this type of policy became 
available, it would allow the prop- 
erty owner to use his insurance dol- 
lars to buy coverage against the pos- 
sible losses which would cause real 
hardship. This principle is already 
in common use with extended cov- 
erage insurance, which often has a 
deductible feature of $50. This 
means the farmer assumes the first 
$50 of loss, or all loss if the total is 
$50 or less. 


Sources of Fire and Wind 
Insurance 


There can be a wide variation in 
the cost of insurance coverage for 
fire and wind. Part of this variation 
arises from the type of company 
from which the insurance is pur- 
chased. Cost per thousand dollars of 
insurance purchased often varies 100 
per cent between companies operat- 
ing in the same areas and offering 
the same kind of coverage. 

Reference has already been made 
to the cooperative companies operat- 
ing in New York and other states 
which have been organized for the 
specific purpose of meeting farmer’s 
fire and wind insurance needs. These 
companies are often small, with low 
overhead and with assessments cal- 
culated so as to meet only actual 
losses, expenses, and required re- 
serves. Expenses are kept to a mini- 
mum, since those acting as agents 
are usually on part-time employment 
and with little of the usual office ex- 
pense. Their assessment could be 
large in some years if losses were un- 
usually heavy, but many companies 
have built large enough reserves to 
handle large losses and still not 
change their rates. Further, in New 
York State the farm mutual assess- 
ment companies have established an 
Emergency Reserve Fund from 
which individual companies may bor- 
row in the event of unusually heavy 
losses. This fund and other safe- 
guards give greater stability to the 
assessment companies. The rates 
charged, though they may be cal- 


culated on a base that would exceed 
losses in some years, will on the av- 
erage be less than that of the larger 
companies. 

The larger insurance companies, 
both stock and mutual, offer some 
advantages over the cooperatives. 
These advantages may include 
broader coverage, a rate structure 
which is more flexible, and more 
uniform cost from year to year. 


No endorsement is intended for 
one type of company. All serve a use- 
ful purpose for farmers. A farm op- 
erator should patronize the com- 
pany or companies which will give 
him the extent of coverage he needs 
at reasonable rates. A comparison of 
the coverage and rates offered by 
two or more companies in his area 
is advisable. 


How Losses Are Determined by 
Insurance Companies 

Farmers should know how much 
their insurance company would pay 
if they suffered a loss from fire. 
Many farmers assume that they 
would automatically collect the full 
amount specified in the policy if the 
loss exceeded that amount. This may 
or may not be true. It is usually the 
intent of the company to cover 
losses up to the specified amount of 
the policy or up to the “actual” value 
of the property destroyed. It is not 
easy, however, to determine the “ac- 
tual” or “present” or “depreciated” 
value of a barn which was built 100 
years ago and which has been re- 
modeled several times since. 
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Since the method used in arriving 
at losses suffered may vary from com- 
pany to company, when he takes out 
or renews his policy a farmer should 
ask his insurance agent how his com- 
pany arrives at losses. It is important 
for the insurance buyer to choose a 
company or agent in whom he has 
faith. Some farmers have been bit- 
terly disappointed in the settlement 
obtained following a fire loss, This 
disappointment stems from lack of 
understanding of what is in the pol- 
icy. The knowledge of the agent can 
be used to avoid this misunderstand- 
ing. 

State laws governing insurance 
companies have practically elimi- 
nated unreliable and unethical in- 
surance concerns. These laws, how- 
ever, don’t eliminate the farmer’s 
need of a thorough knowledge of the 
protection he is buying. 


Keeping Coverage Up-To-Date 

In a farm business, the amount 
and value of property subject to fire 
loss may change rapidly. These 
changes are due to fluctuating prices 
of farm property and to changes in 
the size or nature of the farm busi- 
ness. A recent study of New York 
dairy farmers showed an increase of 
$1800 in value of farm property in 
one year due to normal expansion of 
business. 

Because of these rapid changes in 
the dollar side of the farm business, 
it is advisable to review fire and wind 
insurance coverage at least once each 
year and make sure it is in line with 
changing values. It is also important 
to obtain coverage for buildings un- 
der construction. This can be done 
through purchase of builders risk 
protection, or by increasing amounts 
of conventional coverage. 


Motor Vehicle Insurance 


HE greater use of motor vehicles 

has increased the risk farmers 
face and has increased their respon- 
sibilities. As a result of the growth in 
number of accidents and the ten- 
dency for the courts to place finan- 
cial responsibility on the owner of 
the motor vehicles, it has become in- 
creasingly important for farmers and 
others to protect themselves from 
burdensome lawsuits that could arise 
over the operation of their motor 
vehicles. Also, a considerable amount 
of money invested in motor vehicles 
is subject to loss. A variety of insur- 


ance is available to meet this demand 
for protection. Insurance to protect 
the individual from expenses arising 
from damage to other persons is cov- 
ered in “Personal Injury Liability” 
and “Property Damage Liability.” 
Insurance coverage aimed at taking 
care of those expenses suffered by the 
owner includes “Medical Payment” 
coverage, “Collision,” and “Compre- 
hensive” coverage. An introduction 
to each type and an illustration of 
the way they are commonly used to- 
gether for the benefit of the insured 
follows: 


Personal Injury Liability Insur- 
ance covers liability arising from in- 
jury to other people resulting from 
accidents in which the farmer is in- 
volved. Coverage amounts are set 
for a “per person” and “per acci- 
dent” maximum. For example, a 
“10-20” policy carries a maximum 
coverage of $10,000 per person and/ 
or $20,000 per accident.* If more 
than one person is injured, the per 
accident coverage provides the max- 
imum of liability the company will 
assume. 


Property Damage Liability Insur- 
ance provides coverage in stated 
maximum amounts against claims 
that arise when another person’s 
property is damaged as the result of 
the operation of the insured’s vehicle. 


Medical Payments Insurance pro- 
vides coverage in stated maximum 
amounts per individual to pay for 


medical treatment of those injured 
while riding in the insured’s vehicle. 


Comprehensive Insurance covers 
losses from damage to the insured’s 
vehicle in situations not involving an 
accident, such as fire, theft, vandal- 
ism, glass breakage and windstorm. 


Collision Insurance provides cov- 
erage against losses from damage to 
the insured’s own vehicle when in- 
volved in an accident. In most col- 
lision policies the insured absorbs the 
loss up to a stated amount, and the 
company pays for all damage above 
that figure. This is known as a “de- 
ductible” feature. 

An example will show how these 
different coverages might be used to 


® The abbreviated notation for amount of li- 
ability coverage will be used throughout this 


treatment of motor vehicle insurance. “10- 
20-5” indicates Personal Injury Liability cov- 
erage of $10, per person and $20, per 


accident and 


$5,000 


Property Damage coverage of 
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protect the insured. Mr. Jones was 
adjudged negligent in an accident 
which resulted in injury to other per- 
sons and to the vehicle in which they 
were riding, injury to passengers in 
Mr. Jones’ car and damage to Mr. 
Jones’ vehicle. Personal Injury Li- 
ability would protect Mr. Jones from 
loss through claims brought by the 
injured persons. Property Damage 
coverage would pay for damage to 
their car. Medical Payment cover- 
age would pay for medical treatment 
for all riders in Mr. Jones’ vehicle. 
Collision coverage would pay the 
costs of repairing Mr. Jones’ vehicle 
(over and above the amount he had 
agreed to pay). In all cases, the in- 
surance companies pay no more than 
the specified maximum coverage of 
Mr. Jones’ policy. 

Each type of coverage must be dis- 
cussed in more detail, but before do- 
ing so, it is logical to consider the 
costs of vehicle insurance. 


Cost of Vehicle Insurance 


Costs of the different types of ve- 
hicle insurance coverage vary de- 
pending on the area in which the in- 
sured lives, the age of the driver and 
the amount of protection desired. 
Rating territories are set up in New 
York by the State Insurance Depart- 
ment and the insuring companies 
must accept these rates. This rating 
system considers the loss’ experience 
of the companies operating in the 
various territories. The company, if 
due cause can be shown, may be al- 
lowed to increase or decrease rates. 
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Vehicles are rated and the different 
premiums set, according to whether 
the vehicle is used for business or 
pleasure. Farmers’ rates are based on 
the cheaper pleasure car rates. The 
costs of additional coverage are set 
so that increased coverage may be 
obtained without an equal increase 
in cost. ““Twenty-forty” coverage may 
be obtained for a small additional 
cost above that of “10-20.” 

Rates change from year to year, 
and vary widely from area to area. 
For purposes of illustration, standard 
stock company rates for Tompkins 
County, New York, are presented in 
table 3. These rates were in force in 
1957. They show the relative costs of 
the various types of vehicular insur- 
ance. Rates vary widely from terri- 
tory to territory within the State, but 
these rates are fairly typical of most 
upstate New York territories. 

Since rates vary, depending on the 
status of the owner and operator of 
the vehicle, it is necessary to list the 
major classes of drivers: 


Classification for personal injury li- 
ability premiums and collision pre- 
miums 

Class I—In each Class I classifica- 
tion, there can be no male operator 
under 25 in family 

Class I[A—Car used only for pri- 
vate purposes 

Class IAF—Car used only for pri- 
vate purposes and owner’s sole occu- 
pation is farming 

Class IB—Car driven less than 10 
miles to work one way 
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Class IC—Car driven more than 
10 miles to work one way 

Class II—Class II groupings are 
for cases where there is a male opera- 
tor under 25 in family 

Class II[A—Principal operator is 
over 25 or is under 25 but married 

Class ITAF—Principal operator is 
over 25 or is under 25 but married 
and his sole occupation is farming. 

Class II1C—Principal operator or 
owner is under 25, unmarried 


Class I1I—Vehicle used entirely 
for business 

Class IIIF—vVehicle used entirely 
for business and owner’s sole occupa- 
tion is farming 


Collision premiums 

Collision premiums decrease as the 
age of car increases, and as the 
amount of the deductible feature in- 
creases. Classes somewhat similar to 
those for liability insurance are used. 


SELECTED AUTO LIABILITY RATES 
Tompkins County, New York, 1957 


Policy limits® 


10-20-5 


25-50-5 


$ 64.40 
53.20 
64.40 
88.20 


116.40 
95.00 
193.60 


102.80 
167.20 


$ 72.40 
59.70 
72.40 
99.70 


$ 69.52 
57.36 
69.52 
95.56 


131.90 
107.50 
220.60 


126.32 
103.00 
210.88 


116.30 
180.42 


111.44 
170.96 


* Includes $1,000 medical payments. Medical payments may be increased from $1,000 to $2,000 


for $1 additional mium; also includes family 
060-$20,060 when injury results 


coverage of $10, 
erty damage may be increased from $5,000 to 


damage charge (this means only $1.50 additional 


rotection clause which provides bodily injury 
rom involvement with uninsured drivers. Prop- 
$10,000 for 10 per cent of the basic property 
in classes 1A and 1B). 


SELECTED AUTO COLLISION RATES 
Tompkins County, 1957 


Vehicle and coverage 


Class 
IIA 


New auto, medium price range 
$50 deductible 
$100 deductible . 

New auto, lower price range 
$50 deductible 
$100 deductible . 


| 
Class 50-100-5 
IA 
| IAF 
IB 
IC 
IIA 
IIAF 
1IC 
Ill 
| 
$ $ $ $ $ $ $ 
72 58 104 83 135 108 90 
50 40 71 57 493 £74 62 
59 47 85 68 111 89 74 
$8 30 54 #43 71 «56 47 
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Comprehensive coverage — (fire, 
theft, glass breakage) costs approxi- 
mately $15 per year. As the vehicle 
ages, the comprehensive premium is 
reduced about $2 per year. 


Personal Injury and Property 
Damage Liability 


New York laws require that per- 
sonal injury and property damage li- 
ability insurance be carried on all 
motor vehicles the farmer expects to 
operate regularly on the highway. 
The law provides that all persons 
shall carry a minimum of “10-20-5” 
liability coverage and must show 
proof of this coverage before the ve- 
hicle can be licensed. 


Therefore a farmer has no altern- 
ative but to carry this insurance. It 
remains only to decide whether to 
carry just the legal minimum or to 
increase the coverage above this 
amount. It is possible to obtain much 
more coverage than the minimum 
required by law. Personal Injury Li- 
ability may be obtained for amounts 
as high as $100,000-$300,000. Prop- 
erty Damage Liability coverage may 
be purchased in amounts up to $50,- 
000. 

It is difficult to predict the maxi- 
mum size of possible claims covered 
by this type of insurance, The trend 
appears to be toward larger claims 
and court allowances. A glance at 
the rate schedule will show that it 
costs relatively little to double or 
triple the minimum amount of in- 
surance. 


Farmers should carry motor ve- 
hicle liability insurance in amounts 
greater than the legal minimum. The 
chance of such a loss may be small, 
but the effect may be severe. Since it 
is a legal requirement to carry some 
of this coverage, and because addi- 
tional coverage may be obtained rel- 
atively cheaply, coverage in amounts 
greater than the legal minimum is 
advisable. 

Many farmers feel that there is a 
smaller chance of an accident with a 
truck than with an automobile be- 
cause the truck is driven fewer miles. 
Though this is probably true, it does 
not follow that the need for insur- 
ance is less. The effect of a loss, if it 
occurred, would be the same regard- 
less of the type of vehicle involved. 
It is difficult to justify the practice of 
carrying less Personal Injury Liability 
insurance on trucks than on the 
farmer’s automobile. Truck coverage 
may need to be greater, for if an ac- 
cident does occur with a truck, the 
result may be more severe and there 
would be greater chance of a large 
loss. 


Medical Payments 


If a farmer is involved in an acci- 
dent, it is probable that someone in 
his vehicle will need medical treat- 
ment. It is possible to obtain insur- 
ance to partially cover this situation. 
Some companies have broadened the 
scope of this plan so that in addition 
to the usual “accident while riding 
in, entering or alighting from” the 


insured’s vehicle, protection is given 
in many other situations. This addi- 
tional coverage grants protection to 
the insured and members of his fam- 
ily while riding in any public carrier 
and while riding in another person’s 
automobile. It may also protect the 
insured and members of his family 
against injuries from motor vehicles 
which might befall them as pedes- 
trians. 

The cost of basic coverage is rela- 
tively low. As an illustration, one 
company’s rate is $9.00 for $1,000 
maximum coverage when there is no 
driver in the family under 25. For 
each additional $1,000 of coverage, 
the additional premium is $1.00. The 
maximum which can be purchased 
in this case is $5,000 of coverage. 

According to the National Safety 
Council, motor vehicle accidents ac- 
count for about one-fifth of the in- 
juries suffered by farm people in the 
United States. The expenses arising 
from hospitalization and other medi- 
cal treatment may be considerable. 
The decision regarding medical pay- 
ments coverage is less important than 
that of liability insurance because the 
amount of losses involved will usually 
be much less. Also, the decision is 
made easier because the cost of this 
type of insurance is not high. 

The low cost makes this insurance 
look attractive. It must be remem- 
bered, however, that this insurance 
is designed to cover a limited amount 
of expenses. The maximum coverage 
selected, under the usual plan, would 
give protection to the farmer against 
the effects of expenses up to the limit 


of coverage selected. The large items 
of expense, such as might arise from 
a serious accident, would not be cov- 
ered. The rule of “insuring against 
what cannot be borne conveniently” 
would suggest that this type of cov- 
erage would have a relatively low 
priority in a farm insurance program. 
It should also be remembered that 
farmers and their families are sub- 
jected to many other kinds of acci- 
dents. It is also true that families 
who carry both health and accident 
insurance and medical payment in- 
surance on the auto policy are often 
insuring themselves twice against the 
same risk. 


Comprehensive Automobile 
Insurance 

This type of insurance is designed 
to give coverage for the miscella- 
neous types of losses to the individ- 
ual’s motor vehicle from damage not 
covered by collision insurance. Ex- 
penses such as those resulting from 
fire, vandalism, glass. breakage, and 
windstorms, may be small and of 
minor consequence. A more impor- 
tant feature of this type of coverage 
is protection from loss through theft. 

The cost of this insurance has re- 
cently doubled, but is still relatively 
small. A uniform rate of about $15 
per year for new vehicles gives pro- 
tection against these losses. The cost 
decreases as the vehicle ages. 

Because of the low cost and the 
desirability of having protection 
against theft, this type of insurance 
is probably one of the best “buys” 
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available to farmers in the area of 
motor vehicle insurance. However, if 
this insurance is not carried, the 
maximum loss is the vehicle itself, In 
this respect, comprehensive is far less 
important than personal injury or 
property damage liability. 


Collision Insurance 


Collision insurance is designed to 
protect the farmer from damage to 
his vehicle in a collision or upset. 
Most policies of this type are of a 
“deductible” nature, that is, the in- 
sured agrees to pay for damages up 
to some agreed sum after which the 
company will bear the expense. The 
cost of the insurance varies with the 
area of residence, age and number 
of operators in the family, type of ve- 
hicle and amount of coverage. 


The likelihood of this type of loss 


is high. At one time or another, most 
motor vehicles, or drivers, are in- 
volved in a mishap that damages the 
motor vehicle to some extent. Most 
of these losses are small and could 
be borne without insurance. 


The maximum direct loss that can 
be suffered is the value of the motor 
vehicle. The loss of the entire value 
of the motor vehicle may be burden- 
some but can seldom be classed as a 
catastrophe. A comparison of the 
cost of collision insurance with the 
maximum loss possible will often lead 
to a decision not to carry this type 
of insurance. 

There are exceptions to these gen- 
eral conclusions. A farm operator 
who is just starting on the “agricul- 


tural ladder” may well feel that at 
the present he cannot afford even a 
$500 loss, which might result if he 
cracked up his old car. He thus may 
decide that in the short run it is more 
desirable to pay collision premiums 
and remove this much uncertainty. 

Some people carry collision insur- 
ance on a new motor vehicle but 
drop it after the car is two or three 
years old. They feel that they can 
absorb the loss of a-used car, but not 
a new one. 


How Much Insurance Do Farmers 
Carry on Their Motor Vehicles? 

Even before the passage of the 
compulsory insurance law in New 
York, most farmers carried personal 
injury liability insurance on their 
autos and trucks. The insurance 
study of 587 farmers in 1953 re- 
vealed the following: 

Over 90% of all farm vehicles had 
personal injury liability coverage, but 
over 50% had only the minimum 
10-20. 

Over 90% of all vehicles had 
property damage liability, most with 
a maximum coverage of $5,000. 

About half the farmers had medi- 
cal payment coverage, usually with a 
$500 maximum. 

About 60% had comprehensive 
coverage on their vehicle. 

Only about 20% carried collision 
insurance. 

The average payment per farm for 
vehicle insurance alone was $153, 
and one-fourth of the farmers were 
paying more than $200 per year in 
annual premiums. 


Liability Insurance 


FARM operator may be held le- 
A gally liable for injuries and ill- 
nesses arising from the operation of 
the farm business which are suffered 
by (1) members of the general pub- 
lic or (2) farm employees. Farmers 
Comprehensive Personal Liability or 
Public Liability, as it is also known, 
is designed to protect the farmer 
against injuries to members of the 
general public. Employer’s Liability 
and Workmen’s Compensation are 
both designed to give protection 
against injuries to employees. 

The decision as to the desirability 
of carrying these forms of insurance 
deserves careful consideration by the 
farmer. 


Public Liability Insurance 
Public or General Liability insur- 


ance is used to cover liability result- 
ing from injuries to, or death of, 


members of the general public, or 
from damage to their property that 
arises out of the activities of the 
farmer. Any property owner is re- 
sponsible for the safety of those on 
his property. On farms the presence 
of livestock, power machinery, and 
farm ponds adds to the dangers in- 
volved and the need for insurance of 
this type. Policies may be “General” 
in that they cover the family of the 
insured on the home farm only or 
“Comprehensive” in that they cover 
the family of the insured anywhere. 
Basic coverage provides for a maxi- 
mum of liability coverage, usually 
$10,000, and a maximum of coverage 
for medical treatment that might be 
needed, usually $250. The “Compre- 
hensive” policy also has a $1,000 
property damage feature. Additional 
coverage may be obtained by either 
increasing the amount of basic cov- 
erage, or by adding endorsements to 
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the original policy to cover such 
things as loss of livestock in highway 
accidents, liability due to accidents 
occurring while the farmer is en- 
gaged in custom farming, coverage 
for liability that might arise from the 
sale of farm products, and the like. 

Some examples of risks covered by 
public liability are: A salesman falls 
on an icy step and breaks a leg; a 
neighbor’s child is bitten by the 
farmer’s dog; a hunter is injured 
while on the farm and claims neg- 
ligence on the part of the farmer; a 
visitor to the farm falls from a wagon 
and is injured. Public Liability offers 
the farmer no protection against 
claims brought by his regular em- 
ployees for injuries, accidents, or the 
like. In some circumstances, public 
liability does protect the farmer 
against claims brought by a handy- 
man or repairman doing a brief job 
for the farmer. 


Farmers have frequent day to day 
contacts with members of the general 
public. Experience has shown that 
the courts may hold the farm owner 
responsible for the safety of members 
of the public who have access to the 
farm. Experience has also shown that 
if negligence is proven, awards can 
be large and their effect disastrous 
to the farmer. Public Liability offers 
protection to the farmer against a 
wide variety of risks which can result 
in severe losses. The cost is relatively 
low. For these reasons, it is recom- 
mended that all farm owners carry 
this type of insurance, 

Rates for this type of insurance in- 
clude a basic charge of about $15 
plus an additional charge that is 
based on the number of acres farmed. 
Additional endorsements add addi- 
tional premiums, but the total cost is 
relatively low. A rate schedule is 


given in table 5. 


Table 5. FARMERS COMPREHENSIVE PERSONAL LIABILITY INSURANCE 
RATES 1957 


Type of coverage 


Premium for policy with 
$10,000 liability limit, 
$250 medical payment limit 


Basic charge (includes premises up to 5 acres) 


Tenant house 


Additional farm premises with building is 


Acreage charge 

5— 80 acres .. 
81— 160 acres . 
161— 240 acres 
241— 320 acres . 
321— 400 acres . 
401— 500 acres .. 
501 — 1000 acres 


$15.00 
3.00 


Custom farming—minimum (50¢ per $100 of receipts) 


Animal collision 
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Workmen’s Compensation and 
Farm Employer's Liability 
Insurance 


At the present time, farmers in 
New York State are not required to 
carry either Workmen’s Compensa- 
tion or Employer’s Liability insur- 
ance regardless of the size of busi- 
ness or number of employees. How- 
ever, farm operators who are also 
engaged in other business activities 
may be required to carry Workmen’s 
Compensation because of these ac- 
tivities. 

In spite of the fact that insurance 
of this kind is voluntary, many farm- 
ers feel they must carry it. Work- 
men’s Compensation and Employer's 
Liability are both designed to assume 
part of the risk facing employers 
from claims that arise from injuries 
suffered by employees while engaged 
in their regular work. Workmen’s 
Compensation gives broader protec- 
tion to both employees and em- 
ployers than does Farm Employer’s 
Liability. Workmen’s Compensation 
pays all hospital bills, compensation 
at the rate of two-thirds of the salary 
or wages (not to exceed $32 weekly 
at present), payments for loss of 


parts of the body, and benefits in case 
of death. The payments are made 
regardless of negligence on the part 
of the employer, and there is no top 
limit to the total amount which may 
be paid under the provisions of this 
policy. Workmen’s Compensation in- 
surance may be purchased from li- 
censed insurance carriers or, in New 
York State, from the State Insurance 
Fund. 

Farm Employer’s Liability insur- 
ance is written as an endorsement to 
a Public Liability Policy. Theoreti- 
cally, no payments are made except 
when the employer is proved negli- 
gent and then payments are limited 
to the value of the policy. In prac- 
tice, the insuring company will fre- 
quently make a settlement without 
proof of negligence, especially if the 
amount involved is small. Basic 
limits are usually $5,000 for one per- 
son and $10,000 for two or more, de- 
pending on which type of Public Li- 
ability policy is carried. Additional 
coverage may be purchased. This 
type of insurance, then, as contrasted 
to Workmen’s Compensation, pro- 
vides somewhat less protection for 
the employer and considerably less 
for the employee. 
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Table 6. 


ANNUAL PREMIUMS FOR WORKMEN’S COMPENSATION 


INSURANCE, 1957 


Type of farm Definition 


charge 


Rate per $100 
of payroll 


Poultry farms 
poultry and eggs . 
Vegetable or 
berry farms 
Fruit farms 
acreage in fruit 
General farms 


At least 80% of gross receipts from 


At least 60% of crop and pasture 
acreage in vegetables and/or berries 
At least 60% of crop and pasture 


All other farms, including dairy . 


$2.80 $50.00 


2.10 40.00 


62.00 
70.00 


4.10 
4.90 


Source: New York Compensation Insurance Rating Board, Manual Rates, July 1, 1957. 


Cost of employer’s-type insurance 

Rates for Workmen’s Compensa- 
tion insurance are set by the State 
Insurance Department and vary 
with the type of farm operations in 
which the employees are engaged. 
Premiums are calculated per $100 
of payroll, with general farms (in- 
cluding livestock) paying the highest 
premium followed by fruit, poultry 
and vegetable farms in that order. It 
is the intent of the regulations that 
non-cash privileges, such as house 
rent received by the hired men, shall 
be included in the payroll calcula- 
tions. Farm Employer’s Liability 
rates are based on Workmen’s Com- 
pensation rates. The basic rate is 50 
per cent of the Workmen’s Compen- 


sation rate for basic liability coverage 
of $5,000 and $10,000 and $250 
medical coverage, 55 per cent for 
$500 medical coverage and 60 per 
cent of the Workmen’s Compensa- 
tion rate for $1,000 medical payment 
coverage. Table 6 presents a rate 
schedule such as was in operation in 
June, 1957. 


Liability Insurance Carried by 
Farmers 

The farm insurance study in 1953 
showed that less than half of the 
farmers had protection under a Pub- 
lic Liability policy (table 7). In 90 
of the cases, this coverage was car- 
ried jointly with Farm Employer’s 
Liability coverage. Though not 


Table 7. NUMBER OF FARMS WITH DIFFERENT KINDS OF LIABILITY 
COVERAGE 
587 Commercial Farms, New York, 1953 


Kind of insurance 


Number of farms Per cent 
with coverage of total 


Public Liability ‘ 
Farm Employer’s Liability 
Workmen’s Compensation 


256 44 
90 15 
46 8 
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shown in table 7, a few of the Pub- 
lic Liability policies had endorse- 
ments to cover “animal collision” 
and other situations not covered in 
the basic liability policy. Eighty-three 
per cent of those with Workmen’s 
Compensation insurance also had 
Public Liability coverage. 

Although most of the farmers did 
not carry either Farm Employer’s Li- 
ability or Workmen’s Compensation, 
in those cases where coverage did 
exist, the premium was frequently 
substantial. The average premium 
paid by those who carried a Farm 
Employer’s Liability policy was $132, 
but there was a wide range in pre- 
mium payments, with some of the 
policies costing as much as $500. 


Workmen’s Compensation policies 
were usually carried by large op- 
erators with ten or more employees 
hired for temporary work. The av- 
erage amount paid was $449 for this 
type of insurance, though the range 
here was also wide. Almost half of 
the policies cost more than $350. 
Some premiums were as high as $1,- 
000 per year. The difference in pre- 
miums paid for Farm Employer’s Li- 
ability and Workmen’s Compensa- 
tion policies is partially due to the 
fact that operators of large farms 
selected Workmen’s Compensation, 
and those with fewer employees, 
Farm Employer’s Liability. 


Probability of a Loss 


In considering the possibility of 
lawsuits that result from injuries to 
a member of the general public, the 


farmer should raise these questions: 
(1) what is the frequency of visits of 
such persons to the farm? (2) what 
special risks or hazards are present 
on my farm? Nearness to an urban 
community, location on a main high- 
way, the presence or absence of live- 
stock, the condition of the buildings, 
nature of farm operations, the pres- 
ence or absence of other hazards, all 
should be considered. 

As to liability of an employer, spe- 
cial emphasis must be given to (1) 
the number and kind of hired hands 
and (2) the type of work they do. 
Those farmers who hire large num- 
bers of transient and temporary la- 
borers are exposed to greater risk 
than the farmer with one or two full 
time employees. The more hazardous 
the work (climbing, working with 
machinery, etc.) the greater the like- 
lihood of injuries leading to law- 
suits. 

There is widespread opinion that 
farmers with large holdings are sub- 
ject to large claims. Larger operators 
thus may have a greater chance of a 
loss than smaller operators. 


Effect of a Loss 


The effect of losses that arise from 
judgments against the farm operator 
will depend upon many of the same 
factors that were mentioned in dis- 
cussions of losses of other types. 
These factors will be such things as 
general financial strength and type 
of farm operations. 

As with other types of losses, the 
small claims may be absorbed as a 


cost of doing business. Losses through 
legal liability, however, may be quite 
large. This is one of the “open- 
ended” type of losses where it is im- 
possible to fix the maximum possible 
loss. The amount of the judgment is 
fixed by the courts and is the result 
of forces outside the farmer’s control. 
The probable small medical fees are 
overshadowed by the possible large 
claims for loss of life, limbs, earnings, 
mental anguish and the like. Such 
losses may quite likely be of consider- 
able magnitude. This is illustrated by 
the following news item taken from 
an upstate daily newspaper in June 
of 1957. The names and places have 
been changed, otherwise the story is 
presented as printed. 


“AREA YOUTH GETS AWARD 
OF $10,000” 


“A Springfield youth is awarded $10,- 
000, for injuries suffered in a silo mishap 
on a farm near his home, under terms of 
a settlement approved by Supreme Court 
Justice Henry Blaine. 

The settlement was in favor of George 
Rowan, 17, in claims against Ernest 
Brown, owner of the farm, and his son, 
James Brown, who operates it. The farm 
is adjacent to the Brown home, The 
youth was injured March 31, 1956. 

According to the court application, the 
Rowan boy was requested to go into the 
silo and throw out some ensilage. Quan- 
tities of frozen ensilage, accumulated on 
the walls of the silo, fell on him and 
caused extensive injuries. 

He crawled out of the silo into the 
barn and was taken to the office of Dr. 
Wayne Jones at Westville, then was re- 
moved to Memorial Hospital where he 
remained until April 21. He was later 
confined to his home and bed for three 
months. 

The legal papers state that he suffered 
bruises and contusions about the body 


and head, fracture of the first and second 
lumbar vertebrae, and a Pott’s fracture 
of the left ankle, 

Negligence was alleged on the part of 
the defendants for permitting a danger- 
ous condition, which was known to exist 
in the darkened silo and of failing to 
warn the youth of the condition. 


The settlement included $10,000, the 
full limit of the defendant’s insurance 
policy, for his injuries, and an additional 
$250 ‘on account but in full settlement’ 
of the father’s claim for damages. 


Arthur Dougherty was the attorney for 
the youth’s father as guardian ad litem.” 


Weighing Costs Against Likelihood 
of Loss and Possible Effects 


The effect of a loss of the type 
covered with Public Liability insur- 
ance could be severe for many farm- 
ers. Even though this type of loss oc- 
curs infrequently, the relatively small 
cost indicates that just about all 
farmers should carry it. 

The costs of Workmen’s Compen- 
sation or Employer’s Liability insur- 
ance are of major importance in 
reaching a decision concerning this 
type of coverage. Some situations 
clearly call for it. In other cases it is 
clearly not needed. Those farmers 
with no employees need none of this 
type of coverage, but those with 
large numbers of employees, espe- 
cially transients, do need coverage. 
Most farmers fall between these ex- 
tremes, however, and the decision is 
difficult. As with most types of in- 
surance, there is no definite rule to 
follow. The farmer must decide 
whether he is able and willing to pay 
the high price to reduce this liability 
risk. 


Health and Accident Insurance 


EALTH and Accident insurance 

provides protection to the 
farmer against losses or expenses due 
to sickness or accidents to himself or 
his family. Types of coverage in- 
clude: 

Hospitalization Insurance pays for 
all or part of expenses of hospital 
care. Policies may provide coverage 
against such expenses as board and 
room, medication, anesthesia, sur- 
geons’ fees. The broader type policies 
are often referred to as hospital, 
medical, and surgical insurance. 


Sickness insurance pays an indem- 
nity to partially compensate for loss 
of earnings due to prolonged illness. 


Accident coverage is usually writ- 
ten to provide for payments in case 
of accidents resulting in death or in 
loss of limbs, eyesight or other im- 
pairment of the body. Payments may 
also be received to partially cover 
the loss of earnings that result from 
accidents. Coverage is usually in 


stated amounts for a given situation. 
Policies may be obtained which will 
provide for any of the above cover- 
ages or all of them. Cost of the policy 
will depend on the amount of cover- 
age desired. If all expenses are to be 
paid by the company, this type of in- 
surance is quite expensive. 

Major Medical Insurance is a rela- 
tively recent development in the 
Health and Accident insurance field. 
It is a deductible plan to guard 
against “catastrophes,” and is sold 
primarily by Life Insurance com- 
panies. 

Expenses that arise from sickness 
or accident to members of a farmer’s 
family may be large. Sickness or ac- 
cidents may also lead to a loss of 
earnings. Health and Accident insur- 
ance should be considered as a par- 
tial offset to this risk. Health and Ac- 
cident insurance is available in many 
different forms, but most of these are 
intended to cover the “first” costs 
rather than the large maximum costs. 
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Health and Accident Insurance 
Carried by New York Farmers 
Table 8 shows that a large propor- 
tion of farm operators have policies 
to provide at least partial protection 
from the chance of financial loss due 
to expenses of sickness or accident. 
Forty per cent of the policies were 
a limited type of accident policy cov- 
ering only certain types of accidents 
in specific situations. Almost half the 
Health and Accident policies cost 


less than $20, and all but seven per 
cent of them cost less than $100. The 
average cost per policy was $38. The 
average outlay per operator was $71 
for those with some form of Health 
and Accident insurance. 

Almost 200 of the policies shown 
in table 8 were written to cover ex- 
penses of hospital bills—usually a 
Blue Cross plan. Complete hospital 
coverage, i.e., medical, surgical, and 
board and room, was purchased with 
10 per cent of the policies. 


Table 8. NUMBER OF DIFFERENT KINDS OF HEALTH AND ACCIDENT 
POLICIES 
587 Commercial Farms, New York, 1953 


Kind of policy 


Number of 
policies 


Accident—limited 
Health and Accident—full coverage 


Health and Accident—limited coverage 
Hospitalization only 


Hospitalization, medical ae 


Other hospital plans 
Polio 


Total 


323 
116 
21 
191 
85 
24 
49 
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Planning a Health and Accident 
Insurance Program 


Probability of a loss 

Since medical expenses can be 
great, many farm families will want 
to hedge this type of expense with 
insurance. The likelihood of someone 
in a farmer’s family getting sick is 
high. Children’s diseases and an oc- 


casional doctor’s call are almost cer- 
tain. The chances of more serious 
types of illness or accident are also 
relatively high. Some serious types of 
sickness or accident happen but in- 
frequently, if ever. It seems reason- 
able to assume that (1) some ex- 
pense is almost certain, (2) a mod- 
erately large amount of expense is 
likely, (3) very large expenses are 
possible but much less likely. 


of total 

14 

3 

* 24 

10 

i ; 6 

— 100 

27 


Effect of a loss 

The effect of a loss will be in pro- 
portion to the amount of the loss. 
Small expenses can be absorbed with 
no undue hardship. Heavier losses 
are more of a burden. There is an- 
other category of losses so large that 
it would be a severe shock to the 
business and the family. These losses 
arise from severe or prolonged illness 
or accidents causing inability to work. 
This latter type of loss is most likely 
to call for insurance protection. 


Major considerations in buying 
_ health and accident insurance 
Costs of Health and Accident type 
insurance coverage will vary greatly 
because of the extreme variation in 
the amounts and kinds of coverage 
available. With this type of insur- 
ance, it is easy for the buyer to be 
convinced that he is getting very 
broad coverage for a small premium. 
It must be remembered that it is im- 
possible to get “something for noth- 
ing” with accident insurance or any 
other kind of insurance. If the cost 
of the policy is negligible and the 
face value high, it stands to reason 
that the policy holder has protection 
only in very limited circumstances. 
Before buying Health and Acci- 
dent insurance, a farmer should de- 
cide whether he wants protection 
mainly against the large expenses 
which are unlikely to occur but 
which may be disastrous in effect, or 
mainly against common ailments or 
accidents which are likely to occur 


but which have much less serious 
effects. If he wants protection from 
more common ailments and acci- 
dents, he can get it in the usual hos- 
pital and medical insurance plans. If 
he wants protection against the un- 
likely but disastrous accidents and 
ailments, he can get it, in large meas- 
ure, in the Major Medical plans. 

It seems more important for the 
farmer to try to obtain protection 
from the large expenses that may oc- 
cur, and to accept the more usual 
small expenses on his own. A “de- 
ductible” type of insurance called 
“Major Medical” or “Catastrophe” 
insurance is designed specifically for 
this type of protection. This gives 
him insurance against the expenses 
he cannot afford to handle but does 
not put him in a position of paying . 
premiums for protection he can do 
without. This type of insurance is 
well suited for the man who can 
handle normal small expenses, but 
desires partial protection from large 
losses. 

At present several major life in- 
surance companies are offering a 
Major Medical plan which covers 
the insured and all members of his 
family. One such plan specifies that 
the insured must pay the first $500 
of expense resulting from each illness 
or accident to a member of the fam- 
ily. The company will pay % of ex- 
penses in excess of $500 up to a max- 
imum of $7,500 expense to the com- 
pany for each accident or illness. The 
cost varies with the age of the in- 
sured, but not with size of family. 
Present rates are: 


Age of Insured Annual Premium 


30 $ 79.90 
40 95.25 
50 114.93 
60 149.48 


The experience with this insurance 
is limited, and rates therefore may 
change substantially from year to 
year. 


Crop Insurance 


rop Insurance provides’ protec- 
> tion to the farmer against some 
of the losses that might arise because 
of damage to crops. In most cases, 
this type of insurance has been re- 
stricted to wind and hail damage, 
though in some areas, and for some 
crops, Federal Crop Insurance of an 
“all-risk” nature is available. Crop 
insurance is usually written to cover 
the value of that portion of the crop 
which is lost or damaged. Premium 
payments are calculated on a per- 
acre-insured basis and vary with the 
type of crop and type of damage to 
be insured against, and the geo- 
graphic location. 
The possibility of crop failure is a 
big factor in the total risk farmers 
are subjected to. Weather is to a 


large extent unpredictable. It is more 
variable in some areas than in others. 
Relatively few farmers in New York 
State carry crop. insurance, because 
the cost of crop insurance is usually 
high, and the possibility of loss from 
hail, drought, or other weather fac- 
tors is much less than in some other 
sections of the country. 

Hail insurance on the fruit crop is 
probably the most common type of 
crop insurance in New York. Even 
here, it seems, only a relatively low 
proportion of fruit growers make use 
of hail insurance, however. In weigh- 
ing the desirability of the insurance, 
it is vitally important to understand 
how the amount. of loss and the set- 
tlement to be paid is determined by 
the insurance adjustor. 


Other Kinds of Insurance 


It has been said that someone, 
somewhere, will sell you insurance 
against any kind of risk. It certainly 
is true that special insurance protec- 
tion of various kinds over and above 
what has been discussed in this bul- 
letin is available. Some farmers take 
out special “burglary” type theft in- 


surance. A few have unique situa- 
tions where a special insurance on a 
race horse, a pedigreed bull or a pedi- 
greed dog seems advisable. These 
situations usually rank far down the 
ladder in importance when com- 
pared with the types already dis- 
cussed. 


Summary 


LANNING and maintaining a 

sound insurance program is an 
important part of good farm man- 
agement. There is no formula which 
will tell a farmer how much and 
what kinds of insurance he should 
carry. However, careful considera- 
tion of three questions in relation to 
each major insurance problem will 
help to answer the questions of 
“what kind?” and “how much?” 
These three questions are: 

1. What are the chances of this 
loss occurring? 

2. What are the consequences if it 
does? 

3. How much will it cost to insure 
against it? 

Property Insurance is used mainly 
to protect against losses from fires 
and windstorms, Cost of fire insur- 
ance on farm property varies with 
location, type of property, presence 
or absence of fire hazards, and the 
type of insurance company selected. 
A farmer should compare rates of- 
fered by different companies to make 
sure he is getting his insurance at a 
reasonable cost. He should also check 
to see he gets all rate reductions he 
is entitled to. The consequences of a 
loss from fire are often severe, and 
the loss is seldom limited to the value 
of the property destroyed. Loss of in- 
come and high replacement costs 
add to the burden of a fire loss. The 


severity of the possible losses from . 


fire dictates that fire insurance be 
placed high on the farmer’s priority 
list. Because the amount and value 


of property subject to fire loss can 
change quickly on a farm, it is im- 
portant to review property insurance 
coverage regularly and keep it up to 
date. 

Motor Vehicle Insurance is a 
problem for almost all farmers. New 
York law requires Personal Injury 
Liability and Property Damage In- 
surance on any motor vehicle before 
it can be licensed. The farmer must 
decide, however, whether the legal 
minimum liability coverage is suf- 
ficient. He must also decide whether 
it is advisable to carry Medical Pay- 
ment Insurance to cover persons rid- 
ing in his car, Collision Insurance to 
cover damage to his car, and Com- 
prehensive Insurance to cover loss of, 
or damage to, his car through fire, 
theft, glass breakage and other in- 
cidents. There seems to be no limit 
to the judgment which the courts 
can allow when a vehicle owner is 
held liable for injuries inflicted on 
other persons. Because of this, and 
because it costs relatively little to 
double or triple auto liability insur- 
ance coverage above the minimum of 
“10-20-5", it is advised that farmers 
carry more than the minimum 
amounts. The cost of medical pay- 
ment insurance and comprehensive 
insurance on vehicles is relatively 
low, and chance of loss seems rela- 
tively high, thus it is recommended 
that these types be carried. It must 
be remembered, however, that their 
importance is not as great because 
the maximum loss without insurance 


is limited in either case. Collision in- 
surance is expensive, and the great- 
est possible loss is limited to the value 
of the vehicle. For these reasons, col- 
lision insurance is less important 
than the other types of vehicle in- 
surance. When it is carried, the de- 
ductible feature should be fully uti- 
lized. 

Liability Insurance is of two main 
types: Farmers’ Comprehensive Per- 
sonal Liability, which protects farm- 
ers against liability to members of the 
general public; Employer’s Liability 
or Workmen’s Compensation Insur- 
ance, which protects farmers against 
liability to their hired men. Farmers’ 
Comprehensive Personal Liability In- 
surance is used to cover liability re- 
sulting from injuries to, or death of, 
members of the general public. Many 
members of the public come in con- 
tact with the modern farm business, 
and this type of insurance offers pro- 
tection covering a wide variety of 
situations. The cost is small and even 
though the chance of a loss is slight, 
the consequences could be very se- 
vere. Farmers’ Comprehensive Per- 
sonal Liability is therefore recom- 
mended for all farm owners. Farmers 
are not required by law to carry 
either Workmen’s Compensation or 
Employer’s Liability Insurance. How- 
ever, the evidence shows that the 
consequences can be disastrous if this 
insurance is not carried, In this case, 
the chance of such a loss will depend 
to a great extent on the type, of work 
performed and the make-up of the 
labor force. In balancing high cost 
against possible severe consequences, 


the decision on this insurance should 
rest on individual circumstances 
which determine chance of loss. 

Health and Accident Insurance 
can protect a farm family against 
sizable outlays in cash that may re- 
sult from sickness or accidents to 
members of the family. All families 
experience some medical expenses. 
Very large expenses are possible, but 
unlikely. The common health and 
accident policies are limited in scope. 
That is, they offer protection against 
the relatively small expenses that are 
likely to occur, but not against the 
very large expenses which could be 
disastrous to the family finances. Ma- 
jor Medical Insurance does offer pro- 
tection against these large expenses, 
but not against the small ones. A 
farmer must decide whether he 
wants protection against the small, 
regular medical expenses, or against 
the large, unlikely expenses, or both. 
He can carry the common hospital- 
ization insurance for protection 
against regular expenses, or major 
medical insurance against high and 
uncommon expenses. Many limited 
accident policies are sold which ap- 
pear to be a bargain because of low 
premiums. Very low premiums mean 
limited protection, since you can’t 
get something for nothing in insur- 
ance. 

Other Insurance can be purchased 
by farmers. Crop insurance is impor- 
tant to a limited number of farmers 
in New York. Insurance on a specific 
animal or against a specific event can 
be purchased and may be advisable 
under unusual circumstances. 
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Use This List for a Quick Review of Your Insurance Program 


Can You Give A “Yes” Answer to All of These Questions? 
Don’t 
Yes No Know 


Do I know what my annual farm insurance bill is? . 


Property Insurance 
Have I reviewed my fire and wind insurance coverage with 
my agent in the last 12 months? 


Am I buying protection at the most reasonable rates 
available? 


Have I received all rate reductions due me? 


Motor Vehicle Insurance 
Do I have more than 10-20-5 liability protection? 


Do I know how much it would cost to double my Zee 
protection ? 


Do I know what additional protection my auto sil 
provides? ..... 


Farm Liability Insurance 
Do I have Farm Comprehensive (Public) Liability? 


Have I given consideration to Workmen’s Compensation 


or Employer’s Liability? 


Health and Accident Insurance 


Do I know what my policy will and will not pay for in 
case of accident or illness? 


Do I know about major medical insurance? 


If you answer any of the questions as “no” or “don’t know’, you owe it to yourself 
and your family to do something about it. Three sources of information are: this bulletin, 
your insurance policies, your insurance agents. 


Cooperative Extension Service, New York State College of 
Agriculture at Cornell University and the U. S. Department 
of Agriculture cooperating. In furtherance of Acts of Con- 
gress May 8, June 30, 1914. M. C. Bond, Director of Exten- 
sion, Ithaca, New York. 
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